CITYWIDE FINANCIAL AND MANAGEMENT POLICIES

SECTION 1 - GENERAL INFORMATION
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Annual Budget Submittal - Biennid budgets shdl be baanced. Budgeted expenditures and
transfers-out will not exceed reasonable projection of the sum of current year revenues,
trandfers-in, and available fund balances. Debt shall not be utilized for operating expenses’

Budget Process - A Biennia budget shal be adopted every two years by December 1<t of
the year prior to the two year budget period . Adjustments for changing circumstances for the
second year of the two year budget cycle shdl be adopted by December 14t of the first year
of the biennia period. 2

Budget Preparation - While the Charter establishes time limits and the essential content of
the City Manager=s proposed budget, the budget preparation processis not prescribed. The
preparation process is developed by the City Manager with input from the City Council.

Changesto Adopted Budget - Normally, initid gppropriations (excluding carryovers and
encumbrances) will be made only in the context of the annua budget process when dl City
needs can be reviewed and prioritized in a comprehensive manner. The biennid budget
process will aso include a projection of the multi-year impact of decisions.®

SECTION 2 - REVENUE POLICIES
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2.2

2.3

Property Tax - Mill levies shdl be certified & the 1992 mill levy rate. A temporary mill levy
credit shall also be cartified whenever the calculated revenue forecast exceeds the calculated
revenue limitation by more than 1/10th of amill. *

Revenue Review and Proj ection - The City reviews estimated revenue and fee schedules
as part of the budget process. Estimated revenueis projected in aAmost likedy@ scenario for
five years and updated annualy. Proposed rate increases are based upon Citywide Pricing
Policy Guiddinesthat were adopted by Council in 1994. User fees shdl be digned with these
guiddines over afive-year period.

User Fee Guidelines - The generd guiddines of the City of Boulder regarding user fees are
based upon the following congderations:

A. Full Cost Recovery

1. Theindividuad or group using the service is the primary beneficiary.
2. Theleve of service use dtributed to a user is known.
3. Adminidrative cost of imposing and collecting the fee is not excessive.



4.
5.

Imposing afull cost fee would not place the City at a competitive disadvantage.
The sarvice is usudly provided by the private sector, but may aso be provided by
the public sector.

B. Partia Cost Recovery

s owbdE

Services benefit those who participate but the community at large dso benefits.
Thelevd of service use dtributed to a user is known.

Adminigrative costs of imposing and collecting the fee is not excessive,

Imposing afull cost fee would place the City at a competitive disadvantage.

The service is usudly provided by the public sector, but may aso be provided by the
private sector.

C. No-cost Recovery:

(keep in mind that a service does not have to meet every criterion)

1

2.
. Thelevd of sarvice attributable to a user is not known.
4,

w

5.
6.
7.

The sarvice is equdly available to everyone in the community and should benefit
everyone.
Because the service is basic, it is difficult to determine benefits received by one user.

Adminigrative costs of imposing and collecting a fee exceed revenue expected from
the fee.

Imposing the fee would place the City at a serious competitive disadvantage.

The sarviceis primarily provided by the public sector.

Charging afee would result in undesirable behavior.

D. AEnterpriseor Profit) Center
(keep in mind that a service does not have to meet every criterion)

1
2.
3.

4.
5.

Individuds or groups benefit from the service and there is little community benefit.
Theleve of service use atributable to a user is known.

Thereis excess demand for the service; therefore, dlocation of limited servicesis
required.
Adminigrative cost of imposng and collecting the fee is not excessive.

The serviceis provided at market price by the private sector.

E. Other Consderations

1

Nonresidents do not pay the full level of City taxes. Therefore, nonresidents will pay
apremium of 25% above the standard fee for the service.

The City currently defines ADirect Costsll as costs that are dl the spedific, identifiable
expenses associated with the actuad provision of aservice,



3. Alndirect Costsi) can include departmenta overhead costs such as adminigrative
costs and operating reserve account as well as city overhead cogts. City overhead
costsinclude the costs of dl the City:s genera support services.

4. Departments when establishing fees should identify whether afee recovers
the full cogt, (sum of direct and indirect costs), partid cost or is amarket rate fee.

2.3a User Fee Subsidies - After afee has been set at aether afull, partid or market level, any
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2.5

2.6

subsidy or reduced rate user fee offered by the City of Boulder will be based primarily on
economic or financid need. The basis for determining financia need will be 50% of the
average median income (AMI) for Boulder County. In addition, programsthat include a
subsidy or reduced rate component are available to City of Boulder residents only.

Exceptions. Currently, two departments offer subsidies or reduced rate programs based on
financia need requirements other than 50% of Boulder County's AMI. Theseinclude a
Family Resource School (FRS) tuition assistance program in HHS'Y outh Services (based
on various percentages of AMI for Boulder County) and three home loan programsin
HHS/Housing Services (based on 60% and 80% of AMI for Boulder County).

Recreation services in Parks and Recrestion offer reduced rate user fees based on age only
rather than on economic or financia need. As part of its 5-year User Fee Alignment Plan,
this department is moving away from age-based discounting, but has not yet determined if it
should be completely diminated.

Asset Forfeiture Revenue - To create along-term funding source from limited and
uncertain revenue, asset forfeiture/saizure revenue resulting from crime
prevention/gpprehension activities by the Police Department shal be conceptualy
consdered as "endowment” funds and the principa shdl be held inreserve. With the
exception of occasiond exceptiona unanticipated unfunded needs, only interest earnings on
the principd shdl be dlocated for expenditures.

Accrued Interest -Ear marked Funds - The determination of whether eermarked funds
shall accrue interest income is whether the Generdl Fund costs required to collect and
adminigter such funds are dlocated to the subject funds. Interest income shal not be
digtributed to funds unless they are bearing their appropriate alocation of adminigrative
costs.

Unspent Revenues - On an annud bad's, any unspent revenues subject to and in
compliance with the associated limitations of Amendment #1 revenue and spending
congraints shal be "reserved" and therefore will be consdered "spending” in the current
fiscd year.



2.7

2.8
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Excise Taxes- In November 1998, the electorate approved a balot issue that increased
the current excise tax rates by an inflationary factor. Therate will be adjusted annudly by
aninflation factor until the maximum amount included in the ballot issue s reached. °

Utility Charges - The City reviews estimated revenues and fee schedules as part of the
budget process. Estimated revenue and expenditures are projected for five years and
updated annually. Proposed rate increases to monthly user fees are developed using a cost-
of-service methodology which includes the following:

» Determination of the Utility:s revenue requirements for operations, maintenance, and
cgpital condruction;

« Ability of the Utility to maintain adequate reserves and meet debt service coverage
requirements,

» Andyssof cusomer demands and usage characterigtics,

 Allocation of revenue requirements to customer service characteritics,

» Development and design of rates schedules.

Other charges for specific services are designed to recover costs and follow the guiddines
of the Citywide Pricing Policy adopted by Council in 1994.

Plant Investment Fees are one-time charges to customers connecting to the utility system are
based on the replacement vaue o the utility assets and are reviewed every 3-5 years.

Public Safety Sales Tax - To enable continuation of current public safety services, funded
by a.15% sdestax that is sat to expire in 2004, City Council declaresits intention to
schedule avote in November of 2001 to extend the subject .15% sdestax in perpetuity.

SECTION 3FINANCIAL ADMINISTRATION
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3.2

General Information - The city=sfisca year shdl be the caendar year. The Department of
Finance and Record shall collect taxes and maintain financia records®

Administrative Charges - The City shdl employ acos dlocation system to identify the full
cost of providing services to the public and recover certain costsincurred by various funds
in providing support services to other City departments. The system shdl accomplish the
following objectives.

a. Complete recovery of costs incurred with the exception of the costs of "generd
governance'.

b. Equitable dlocation of coststo users.

c. Provison of incentives for service providers to deliver products and services efficiently
and effectively.



d. Provison of agable cogt alocation system to facilitate the organization's budgeting for
charges and revenues.

e. Promoation of customer confidence in and acceptance of the accuracy, reasonableness,
and fairness of the chargesthey incur.

Chargesfor "generd governance” (City Council, City Manager's Office, City Clerk Council
support and eections, etc.) shall not be cost dlocated to redtricted funds but instead shall be
totaly funded out of the Generd Fund. The "generd governance" category shdl not include
election cogts for balot issues related to funds with earmarked revenue sources. Codts for
non-Genera Fund ballot issues shdl be charged to the appropriate fund. The Housing
Authority shal not be charged for services provided by General Fund Departments. Such
costs will be born by the Generd Fund.

3.3 Building Maintenance/Renovation - To protect City investment in buildings, funds shdl
be budgeted annudly for maintenance of such buildings. To extend the life of these assets,
the god shdl be to increase the funds budgeted annudly for maintenance of buildings to
gpproximately 2% of the replacement cost (with the exception of debt financed buildings).
These funds may be utilized for building maintenance, reserved for building replacement, or
utilized for debt service payments for building related projects pursuant to along term plan
basad upon the condition of each building.

3.4 Building Replacement Costs - Where debt payments are being made for city buildings, if
the revenue source(s) do not sunset when the debit is retired, the on-going revenue will be
dlocated to a building replacement fund. 1f the funding source does sunset, replacement
resources for the building shdl usualy come from new or extended revenue leveraged by
bonding.

3.5 Equipment Replacement Costs - Funds shal be reserved annualy for replacement of
City equipment and these costs will be reflected in the operating expenditures of the activity
using the equipment, to facilitate accurate costing of service delivery.

3.6 Vehicle Replacement Costs - Vehicles shadl normaly be purchased rather than leased
and a vehicle replacement fund shall be maintained for replacement of vehicles at the end of
ther useful life. In the limited Stuations where vehicles may be leased (temporary vehicles,
fire gpparatus, etc.) specific approva by the City Manager isrequired.

3.6a Vehicle Changes - Itisthe expectation of the City Manager-s Office that dl departments
will meet the objectives of the Fleet Evauation Study. These objectives are: no increasein
miles driven in the conduct of City business, and no net increase in the number of fleet units.

3.7 Computer Replacement Costs - A computer replacement fund shdl be created to level out
spending for microcomputer related hardware and software and ensure that adequate
replacement funds are available when equipment reaches the end of its useful life. Thegod is



that this fund will cover 80% of the General Fund replacement costs by 12/31/00. The
remaining 20% costs will be covered in departmenta budgets.

3.8 Technology | mprovements - Recognizing the contribution of technology in efficient and
effective service provison, improvements in technology shall be important consderationsin
resource alocations.

3.9 General Fund Annual Savings - To facilitate the proposed 12% Generd Fund reserve
god, any year-end savings (gppropriations less expenditures net of any revenue shortfalls)
dhdl be allocated to the Genera Fund reserve.

3.10 Grant Expenditures- Expenditures related to grants shdl continue only during the period

of time they are funded by the grant. Any grant employees will be consdered fixed-term.
Council shdl approve gpplications for new grants before they are submitted to the granting

agency.

3.11 Property & Casualty and Workers Compensation Funds - Both Property and Casudty
and Workers Compensation liability will be sdf-insured. The god of the Property &
Caaudty Fund isto fully fund an actuaridly cdculated liability as of the end of the prior year
at the 50% certainty level plus $500,000 for current and future claims. The Workers Comp
Fund:=s god isto fully fund case loss reserves a the 50% confidence level and rate
stabilization reserves at the industry standard reserve/retention of eight-to-one. At least
every five years, an anadyd's comparing the cost and effectiveness of sdlf insurance
compared to purchase outside insurance will be conducted to determine whether self-
insurance in one or both of these ligbility categories continues to be the best dternative.

3.12 Accumulated Sick, Vacation Time, & Appreciation Bonus - To facilitate the long-term
financid sustainability of the city, liabilities associated with accumulated sick time, vacation
time, gppreciation bonuses, and/or any other employee benefits that would result in ligbility
upon termination or retirement shall be fully funded by or before the year 2007. An interim
god isto fully fund reserve based on TABOR requirements. This may be accomplished,
subject to Council review and approva, by a combination of modifying benefits and/or
Setting aside reserves.

3.13 Compensation Policy - The City of Boulder is committed to recruiting and retaining highly
productive employees through a competitive total compensation package, which strivesto:
$ Provide favorable sdary relationships when compared to appropriate |abor markets,
while recognizing the City:s ahility to pay;

$ Maintain internd job relationships according to the responghilities and customer service
requirements found in dl jobs, and

$ Recognize and reward employees for their efforts as demonstrated through specific
performance achievements.

SECTION 4 - CAPITAL IMPROVEMENT PLANS



4.1

4.2

4.3

4.4

Capital Improvement Plan Submission - While the Charter establishes time limits and the
essential content of the City Manager=s proposed CIP budget, the budget preparation process
is not prescribed. The preparation process is developed by the City Manager with input from
the City Coundil.’

Inclusion of Operating Costs - Prior to gpprova of capital projects, associated operating
costs must be included in balanced multi-year operating budgets.

Capital Improvement Project Contingency Funds - Capita Improvement Project
contingency funds may be expended by the Project Manager, with Director gpprovd, for
unanticipated needs or changes that are within the origind scope of the project. The "scope of
the project” is defined as the description of the project presented with the CIP that clearly
defines the parameters, objectives, and budget of the project. Requested modifications
exceeding the origina scope of the project shdl be presented to Council for gpproval.

CIP ArtsFunding - Where feasible, Project Managers, when designing capita projects
should incorporate public art into the design.

SECTION 5 - RESERVE POLICIES

5.1

5.2

Pleaserefer to separate section defining individual reserve goals by fund.

In the case of adeclared emergency within the City, gpplicable insurance coverage
(subject to the related deductibles) would be the first funding source utilized. Reserve funds
established for other purposes may aso be utilized for needs related to emergency Stuations.
The following reserve categories could be utilized if required (as prioritized based upon the
importance of the needs related to the emergency versus the negative impact of the steps
necessary to replenish reservesin the future).

General Fund (no legal redtrictions):
Emergency/dtabilization reserve
Computer replacement reserve
Facility renovation and replacement reserve
Workers compensation reserve (would have to Abook( any unfunded liability)
Property & casuaty sdlf- insreserve (would have to Abook(@ any unfunded ligbility)
Insurance stabilization reserve

Redtricted funds (only for emergency purposes within the function of each fund)
Emergency/stabilization reserves
Various replacement reserves




SECTION 6 - PENSION PLAN POLICIES

6.1 Authorization to Expend Fundsfor Adminigtrative Costs - If budgetary conditions
permit, the City may authorize defined contribution (money purchase) pension plansto
expend certain forfeiture funds for adminigtrative costs. The plan board(s) may submit a
request annudly to the City Manager to be consdered in the context of the City's annud
budget process.

SECTION 7-DEBT POLICIES
7.1 Policy Statement - Debt shall be considered only for capitd purchases/projects and the term
of the debt shall not exceed the useful life of the financed asset. Municipa bonds, Interfund

loans, equipment leases (with the exception of vehicles) and sale/leaseback agreements are
approved methods for financing capita projects.

END NOTES

1. Charter Requirements Sec 93. Not later than three months before the end of each fiscd year, the
city manager shal prepare and submit to the council an annua budget for the ensuing fiscd year, based
upon detailed estimates furnished by the severd departments and other divisons of the city government,
according to a classfication as nearly uniform as possible. The budget shall present the following
information:

(A) An itemized statement of the gppropriations recommended by the city manager for estimated
expenses and for permanent improvements for each department and each division thereof for the
ensuing fisca year, with comparative satementsin pardle columns of the gppropriations and the
expenditures for the current and last preceding fiscal year and the increases or decreasesin the
appropriations recommended,;

(B) An itemized statement of the taxes required and of the estimated revenues of the city from al other
sources for the ensuing fiscal year with comparative statementsin parallel columns of the taxes and other
revenues for the current and last preceding fiscal year and of the increases or decrease estimated or
proposed;

(C)A datement of the financia condition of the city; and

(D) Such other information as may be required by the council.

2. Charter Requirement Sec. 95. Upon the basis of the budget as adopted and filed, and including the
levies required to be made by the charter, the severd sums shdl forthwith be appropriated by ordinance



to the severd purposes therein named for the ensuing fisca year. Said ordinance shdl be adopted not
later than the first day of December in each year and shdl be entitled AThe Annua Appropriation
Ordinance.(

3. Charter Requirement Sec. 102. At any time after the passage of the annual appropriation ordinance
and after at least one week=s public notice, the council may transfer unused balances gppropriated for
one purpose to another purpose and may by ordinance appropriate available revenues not included in
the annud budget. This provision shdl not apply to the water, park and library funds.

4. Charter Requirements. Sec 94. Upon said estimate the council shall forthwith proceed to make by
ordinance the proper levy in mills upon each dollar of the assessed vauation of al taxable property
within the city,... The levy shdl never exceed thirteen mills on the dollar for al generd city purposes
upon the total assessed vauation of said taxable property with the city. The foregoing limitation of
thirteen mills shal not apply to taxes levied by the council for the payment of any interest, snking fund,
or principas of any bonded indebtedness of the city now existing or hereafter created nor to specia
assessments for local improvements.

Sec. 135. The city council shal make an annua appropriation, which shal amount to not less than the
return of one-third of amill tax levied upon each dollar of assessed vauation of dl taxable property in
the City of Boulder.

Sec. 161. There shal be a permanent park and recreetion fund. Thisfund shal consst of the following:
(& Anannud levy of nine-tenths of one mill on each dollar of assessed vauation of dl taxable
within the aity.

5. Code Requirement. Sec. 3-8-1. Development Excise Tax; Sec. 3-9-1, Housing Excise Tax; Sec.
8-3-18, and Park Land Acquisition and Devel opment Fees, B.R.C. 1981.

6. Charter Requirements

Sec. 88. Thefiscd year of the city shdl commence on the first day of January and end on the last day
of December of each year.

Sec. 89. Callection and custody of public moneys. The Director of Finance and Record shal have
charge of the revenues and records of the city except as otherwise provided by this charter or by
ordinance. All taxes, special assessments, and license fees accruing to the city shal be received or
collected by officers of the department of finance and record. All moneys received by any officer or
employee of the city or in connection with the business of the city shdl be paid promptly into the city
treasury.

The council shdl by ordinance provide a system for prompt collection and regular payment, custody,
and deposit of dl city moneys, shdl require surety bonds of dl depositors of city moneys. Deposits
ghdl be made daily and in the name of the city.



Sec. 90. System of accounting

The council shdl by ordinance provide a system of accounting for the city, not incondstent with the
provisons of this charter, which may be recommended by the city manager, to conform as nearly as
possible with the uniform system of municipa accounting.

7. Charter Requirements. Sec 78. The Planning Department shdl.....

(©)Submit annudly to the city manager, not less than sixty days prior to the date for submission of the
city manager=s proposed budget to the city council, alist of recommended capital improvementsto be
undertaken during the forthcoming sSix-year period;

Thelist shdl be arranged in order of preference, with recommendations as to which projects shdl be
completed each year. Each list of capitd improvements shal be accompanied by a six-year capita
budget indicating estimated costs and methods of financing al improvements.
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